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REFUND  TO  WOOL  GROWERS,  ETC, 


Committee  on  Agriculture, 

Hous£  OF  Representatives, 

Wednesday,  March  2,  1921. 

BSFUND  TO  WOOL  GSOWEBS. 

The  coiiunittee  met  at  10  o'clock  a.  m.,  Hon.  Gilbert  N.  Haugen 

(chairman),  presid^.  ,11- 
The  Ohaibican.  We  will  hear  Mr.  Hudspeth  this  mormng. 

STATEMENT  OF  HON.    C.  B.  HUDSPETH,  A  EEPRESENTA- 
TIVB  IS  COHGEESS  FEOM  THE  STATE  OF  TEXAS. 

Mr.  Hudspeth.  I  am  sorry,  gentlemen,  that  Mr.  Young  of  Texas 
can  not  be  here  because  he  is  familiar  with  this  matter,  almost  as 

much  as  I  am.  .    .  .   ^,  .  , 

Ordinarily,  I  do  not  believe  in  >)rino;ing  every  little  thing  to  Con- 
gress, but  this  is  a  matter  which  I  think  ought  to  be  investigated,  and 
I  am  going  to  state  to  vou  briefly  just  what  it  is.  Louis  Penweii, 
the  dmi^m  of  the  wool  division  handling  the  purchasing  and  stor- 
age of  wool,  made  a  contract  with  the  Central  Wool  Storage  <-o.,  oi 
Wan  Angelo,  through  their  representative,  and  vice  president  Mr 
Sam  H.  Hill,  who  came  here  to  Washington,  to  take  over  the  wool 
that  was  concentrated  there,  amounting  to  something  like  o,OUU,UUU 
pounds— probably  much  more— and  he  agreed  that  he  would  allow 
Siem  the  water  freight  rate  on  this  wool .  He  reaffirmexi  that  m  my 
presence  and  in  the  presence  of  former  Gov  Stuart,  of  Virginia  and 
several  other  gentlemen  down  here  in  the  Shoreham  Hotel  last  Apiil. 

Now.  they  appomted  a  committee  of  Boston  wool  buyers  

Mr.  HuuNOS  (interposing) .  WTio  did  ? 

Mr.  Hudspeth.  Mr.  Penwell— to  go  down  there^  and  value  this 
wool.  Understand,  gentlemen,  that  the  Central  Wool  Storage  Co. 
is  composed  of  a  group  of  ranchmen,  mostly,  men  who  own  their 
own  sheep  and  have  been  in  the  business  for  years;  men  hke  Mr. 
Robert  Massie,  its  president,  who  came  over  here  as  a  boy  from  Scot- 
land and  herded  sheep  out  there  on  the  ranges  when  he  ^'^s/^  years 
old.  He  knows  how  to  place  a  valuation  on  wool  and  how  to  nx  tne 
shrinkatre.  They  sent  down  there  three  Boston  wool  buvers,  accom- 
panied \j  a  Mr.  Stokes,  of  Lampasas,  Tex.,  who  has  been  buvin- 
wool  for  some  firm  in  Boston  for  many  years.  Ihe  Central  Wool 
Storage  Co.,  through  its  committee,  had  already  placed  the  shrinkage 
uponthe  wool;  but  this  committee  that  was  sent  do^vn  there  osi- 
mated  the  shrinkage  at  a  great  deal  more  than  the  committee  ot  the 
Central  Storage  Co. ;  and  let  me  show  you,  gentlemen,  as  a  practical 
sheepman  myself,  just  how  they  did  this.  ^ 
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Two  brothers  by  the  name  of  Foster,  who  run  sheep  on  the  same 
rancre  and  owned  k  flock  of  sheep  jointly,  runnmgtiiem  on  the  same 
T^l  divided  these  sheep  just  before  s^ar^S^The  wool  was  shorn 
m  tbe  same  pens  and  tal'n  to  San  Angelo  and  th^^f«™\^«  ^^[^ 
one  of  those  bovs  S  cents  a  pound  more  for  his  wool  * W  did 
the  other  one.  Now.  that  is  a  matter  that  was  sworn  to  down  here 
before  the  Contract  Adjustment  Board  when  %ese  gentlemen  brought 
the  case  there.  That  is  simply  one  of  manjr  mstonces  of  that  kmd, 
and  I  ask  you,  is  that  fair,  is  it  practical,  is  it  right? 

Mr.  McLvuGHLix  of  Michigan.   What  reason  or  excuse  did  they 

M/'^HTOslE^f  None.  They  just  said  that  was  our  estimate  of 
shrinka-e.  I  could  stack  up  tlie  testimony  here  before  you  but  you 
haye  not  the  time.  These  men.  who  are  reputable  men  wh^e  verac- 
ity no  one  down  in  that  country  would  question,  came  here  and 
swore  to  that,  and  that  is  simply  one  of  many  instances  of  the  glanng: 
inaccuracies  of  these  men. 

Mr,  HuLiXGS.  Have  you  a  bill  pendmg.  . 

Mr.  Hudspeth.  I  have  a  resolution  for  you  gentlemen  to  mvestigalte 

the  matter.  .         .  j  •  'a. 

Mr.  HuuxGS.  How  is  the  Government  interested  in  it. 

Mr.  Hlt)speth.  The  Government  took  over  the  wool.  These 
gentlemen  submitted  to  their  prices  because  they  were  patnotic 
Americans.  It  was  durins:  the  war.  They  agreed  to  give  them, 
General,  the  price  that  had  been  obtained  before  the  war;  that  is, 
July  31.  1917.  ,  , 

ISOAV.  it  is  an  liistorical  fact  in  that  country  i hat  12-montn8  wool 
always  brings  more  and  should  always  bring  more  than  6-months 
wool"!  and  Tpresume  that  any  of  you  gentlemen  who  know  about 
this  business  know  that,  and  yet  this  committee,  in  nearly  every 
instance,  paid  from  6  to  8  cents  more  for  6-months  wool  than  they 
did  for  12-months  wool. 

They  made  complaint  to  Congress  and  their  Congressman  took 
it  up  and  in  December,  lOlS,  they  sent  another  committee  down 
there;  but  this  same  Mr.  Stokes  accompanied  them.  They  took  a 
few  samples  and  said,  ''Well,  our  rating  is  not  more  than  2  or  3 
per  cent  difl'erent  from  the  other  committee,  so  we  will  just  verify 
what  the  other  committee  did."  This  same  Mr.  Stokes  was  along 
consulting  with  them  and  told  them  just  what  the  other  committee 
had  done.  I  did  not  come  to  Congress  until  March,  1919,  and 
when  I  went  down  and  saw  the  Wool  Division  of  the  Bureau  of 
Markets  they  said  to  me,  "All  right;  we  will  shrink  the  whole  clip." 
Their  estimate  on  the  shrinkage  of  this  San  Angelo  clip  was  8  and 
10  per  cpnt  more  than  the  committee  of  the  Central  Storage  Co., 
but  they  could  not  get  the  entire  clip  because  it  had  been  distributed 
around.  They  knew  that  was  impossible,  so  we  said,  "All  right; 
we  will  shrink  what  we  can  get  "  and  we  sent  20,000  pounds  of  this 
wool  and  had  it  shrunk,  and  the  shrinkage  was  just  10  per  cent  less 
than  this  committee  had  put  upon  it,  just  as  we  told  them  it  would 
be.    That  ought  to  have  been  a  fair  test. 

Now,  gentlemen,  they  have  defrauded  those  people  out  of  $250,000, 
and  I  say  that  their  acts  ought  to  be  investigated.  Mr.  Penwell 
himself  stated  that  he  was  due  these  people  $16,000.   You  under- 
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stand  they  took  the  San  Angelo  wool  and  he  agreed  here  in  Wash- 
ington with  Mr.  Hill  that  they  would  allow  them  the  water  rate,  1  nit 
they  shipped  it  by  rail  because,  as  they  said,  they  wanted  to  get  it  to 
the  mills  as  quicldy  as  possible.  It  was  during  the  war  and,  of  course, 
our  people  acquiesced  m  anythmg  at  that  time  and  they  let  them  take 
it  by  rwl,  and  Mr.  Praiwell  said  m  my  presence,  'We  are  due  those 
people  $16,000."  He  said  that  in  the  presence  of  Mr.  Hill  down  here 
m  the  Shoreham  Hotel,  and  I  am  almost  positive  Gov.  Stuart  was 
there.  There  were  several  gentlemen  present.  But  when  he  came 
to  testify  before  the  Contract  Adjustment  Board,  he  said,  '  WeU,  i 
agreed  to  anything  there  with  Mr.  Hill.  I  did  not  want  to  have  any 
row."  He  would  not  have  had  any  row  with  Mr.  Hill,  because  he  is 
a  very  reasonable  man.  He  made  the  statement  voluntarily.  1  did 
not  ask  him  to  make  it;  but  he  stated  that  there  was  due  them  $16,000 
as  the  difference  between  the  rate  by  rail  and  the  rate  by  water,  which 
they  agreed  should  apply.  ,  v     j       t  ^ 

You  were  not  here,  Mr.  McLaughlin  (of  Nebraska)  and  Mr.  Jacoway, 
when  1  stated  that  this  committee  they  sent  down  there  was  com- 
posed of  Boston  wool  buyers,  who  were  to  put  a  yalueupon  this  wool 
Ind  the  shrinkage  on  this  wool  at  San  Angelo.  They  had  been 
buying  these  wools  for  many  years  and  they  ought  to  haye  imown 
the  shrinkage,  and  yet  they  placed  the  shrinka^  10  or  15  per  cent 
higher  than  it  had  ever  been  before,  and  I  was  lUst  relating  one,  of 
manv  instances,  where  two  brothers  running  a  flock  of  sheep  on  the 
same  range  divided  those  sheep  by  cuttmg  them  out  through  a  chute 
sending-  one  sheep  one  way  and  one  another,  just  before  shearing. 
They  sheared  them  and  the  wool  was  taken  to  San  Angelo  and  put 
in  the  Central  Storage  Co.,  and  this  committee  gave  one  of  those 
bovs  8  cents  a  pound  more  than  they  gave  the  other.  ,1  say  that  can 
not  be  justified  by  any  common  sense;  no  human  bemg  can  justify 
that,  and  they  do'not  attempt  to  do  it.  „j„„„f^„« 

Mr.  Hulixgs.  You  say  the  Government  did  not  get  the  advantage 
of  this  and  that  these  Boston  wool  buyers  did? 

Mr  Hudspeth.  Well,  we  want  to  find  out  who  got  it. 

Mr.  HuLiNGS.  And  you  want  to  find  out  who  ffot  it? 

Mr.  Hudspeth.  Yes,  sir;  these  people  have  been  defrauded  out 
of  it.    Now,  just  to  show  you  the  unfairness  of  this 
San  Angelo:  I  am  a  wool  producer  myself,  producing  about  200,000 
pounds  of  wool  a  year.    My  wool  went  over  to  Capt.  Schremer^  a 
big  wool  man  at  Kerry ille — —         ,  .    ,    .  a 

llr.  Jacoway  (interposing).  Was  this  durmg  the  war? 

Mr.  Hudspeth.  Yes,  sir;  this  was  under  war  regulations.  My 
wool  and  a  great  deal  of  the  wool  of  niy  neighbors  go^  ^J^JJ^^' 
while  the  wool  of  some  of  my  neighbors  goes  to  San  Angelo,  tto 
distance  being  about  the  same.  I  have  no  complamt  about  my  wool 
because  I  got  the  same  I  had  always  gotten. 

Mr.  McLaughlin  of  Michigan.  In  what  capacity  was  this  man 

^  MrHTOlpfTH.  He  was  the  Governmeiit  wool  coimnissioner 
appointed  by  the  War  Industries  Board-a  Government  official. 
Mr.  Hutchinson.  Working  for  a  dollar  a  year  ?  , 
Mr  Hudspeth.  I  think  so.  I  do  not  know  about  that,  ot.  1  do 
not  know  whether  he  was  a  dollar-a-year  man  or  not.  But  1  say 
that  those  things  are  such  glaiing  maccuracies  that  they  ou^ht  to 
be  investigated. 
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Mr.  HuLiNGs.  It  would  not  be  of  very  much  significMice  to  those 
wool  crroweis  down  there  to  find  out  who  robbed  them,  unless  tbey 

coukr^et  some  of  it  back,  would  it  ^ 
Mr.  Hudspeth.  How  is  that,  General? 

Mr.  HuLixGS.  Their  interest  would  be  not  so  much  to  know  who 
robbed  them  as  to  get  some  of  the  property  back?  _ 

Mr.  Hudspeth.  Thev  are  entitled  to  it  back;  yes,  sir. 

Mr.  HuLiNGS.  And  if  the  Government  did  not  get  it-j 

Mr.  Hudspeth  (interposing).  If  the  Government  did  not  get  it, 
then  I  think  this  committee  ought  to  find  out  who  did  get  it. 

^^r.  J  AGO  WAY.  How  long  would  it  take  to  make  this  mvestigation, 

Mr.  Hudspeth  ?  , 

Mr  Hudspeth.  I  do  not  know,  Mr.  Jacoway.  Those  genUwnen 
came  up  here  and  spent  $10,000  presenting  this  case  to  the  Contract 
Adjustment  Board  and  that  board  said,  "Well,  you  signed  a  waiVOT 
of  vour  rights  when  vou  agreed  to  this  contrac  t  between  you  and 
the  Government.  "  Certainlv,  thev  agreed  to  it  and  any  other 
citizen  of  the  United  States  at  that  time  would  have  agreed  to  turn 
over  tlieir  wool  to  the  Government.  They  were  patriotic  people 
and  raised  no  question  about  it;  and,  as  I  say,  the  people  who  went 
to  Capt.  Schreiner  over  at  Kerrville  with  their  wool  got  t^he  same 
price  they  had  alwavs  received  and  the  same  shrinkage,  and  we  had 
no  complaint.  There  is  bound  to  be  something  wrong  because  these 
are  practicallv  the  same  wools  in  that  country,  and  some  of  it  went 
to  Kerrville  and  some  of  it  went  to  San  Angelo,  just  as  they  happened 
to  be  doing  business  with  different  people  in  those  towns. 

Mr.  PuRNELL.  How  many  individuals  are  affected  by  this  i 

Mr.  Hudspeth.  I  would  judge  four  or  five  hundred. 

Mr.  Purnell.  Aggregating  how  much,  did  you  sav? 

Mr.  Hudspeth.  $247,000  is  what  they  figured  before  the  Contract 
Adjustment  Board. 

Mr.  McLaughlin  of  Michigan.  You  spoke  of  two  committees  gomg 
down  there,  the  fii-st  one  composed  of  Boston  wool  buyers  ; 

Mr.  Hudspeth  (interposing).  And  the  second  was  a  committee  of 
Boston  wool  buyers  also. 

Mr.  McLaughlin  of  Michigan.  Was  it  the  same  committee? 

Mr.  Hudspeth.  No;  they  changed  the  personnel,  except  this  Mr. 
Sto^,  who  had  been  with  the  first  committee,  went  along  with  the 
second  committee  in  an  advisory  capacity. 

•   Mr.  McLaughlin  of  Michigan.  Did  he  hold  any  official  position  ? 

Mr.  Hudspeth.  No;  he  had  been  buying  wool  for  many  years,  and 
my  recollection  is  that  he  went  with  the  first  committee  as  one  of  the 
committee  of  appraisal.  Then  when  they  appointed  the  second  com- 
mittee Mr.  Stokes  was  there,  and,  of  course,  he  informed  the  second 
«ommittee  just  what  shrinkage  and  values  the  first  committee  had 
placed,  and  they  did  the  same  thing. 

Mr.  McLaughlin  of  Michigan.  Was  he  engaged  by  the  Government 
for  that  particular  purpose,  or  was  he  generally  employed  by  the 
<}o vernment  in  the  wool  business  ? 

Mr.  Hudspeth.  No ;  as  I  recall  now,  he  was  just  one  of  the  appraisal 
committee  for  the  first  committee.  The  second  committee  said  they 
asked  him  to  go  along  on  account  of  his  experience  in  the  valuation 
and  j^rinkage  of  worn.   Now,  these  men  wko  had  gone  down  there 
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had  been  buying  wool  from  these  same  people  for  many  years,  and, 
of  course,  it  occurs  to  me  that  it  was  to  their  advantage  to  place  the 
shrinkage  greater  than  it  was  at  that  time,  in  order  in  the  future  to  be 
able  to  buy  that  wool  cheaper  than  the  price  the  Giov«nment  was 
giving  at  that  time.  If  the  Government  price  of  July  31,  1917,  had 
been  adhered  to,  Mr.  Tincher,  nobody  would  have  had  any  complaint- 
That  was  the  contract  they  made  with  the  people;  but,  as  I  say,  we 
sent  20,000  poimds  and  had  it  shrunk.  We  said  to  them,  "All  right; 
•  we  will  shrink  it.  We  will  scour  it."  It  shrunk  just  10  per  cent  less 
than  the  shrinkage  these  men  had  put  upon  it,  as  I  recall  now. 

Of  course,  I  do  not  know  about  your  procedure.  These  people 
now  have  not  any  money  to  come  up  here.  rracticaUy  aU  of  the  wool 
men  are  broke  on  account  of  the  tremendous  drop  in  prices.  They 
•came  up  here  and  emploved  a  lawyer  to  present  their  case  and  paid 
their  expenses,  and  then  went  to  Boston  to  take  testimony  up  there 
and  spent  $10,000.  I  do  not  know  whether  it  would  be  possible  for 
you  to  send  a  committee  of  two  or  three  of  you  gentlemen  to  San 
Angelo.  If  vou  could  you  could  get  the  facts  inside  of  a  week  from 
the" men  right  there,  who  grow  this  wool,  and  you  would  find  that 
nobody  down  there  would  question  their  veracity  or  integrity.  _ 

Tt  just  appeals  to  me  that  somebody  has  made  a  big  rate-off  m 
this  matter.  There  were  certain  facts  developed  at  the  hearing 
we  had  last  April  before  the  Bureau  of  Markets.  I  would  like  for  you 
to  keep  in  mind  this  distinction.  The  San  Angelo  Central  Storage  Co. 
w^ere  licensed  dealers  but  thev  did  not  buy  a  pound  of  wool.  There 
were  men  all  over  the  country  who  did  buy  wool.  The_ Government 
made  them  disgorge  where  tHey  bought  wool  from  a  citizen  and  sold 
it  for  more  than  thev  paid  him.  We  do  not  come  under  that  head. 
This  man  Brown  at  Boston  said  he  had  $500,000  of  that  tand  of 
money  but  he  was  not  going  to  turn  it  over  unless  he  had  to.  1  tnniK 
he  outrht  to  be  made  to  turn  that  back  to  the  producers.  We  did 
secure  $250,000  or  $260,000  which  was  to  go  back  to  the  little  men  m 
Virginia  and  Kentucky  and  around  over  the  country  where  these 
Government  dealers  bought  the  wool  from  them  direct. 

Mr.  Tincher.  That  is  the  way  the  httle  wool  dealers  m  my 

district  got  a  little  money  t)ack.  ,       .  ^i  •         -a  ^ 

Mr  Hudspeth.  Yes:  Barnev  Baruch  stated  that  this  Mr.  Brown 
told  him  he  had  $500,000  of  these  i)eople's  money  but  that  he  would 
not  turn  it  back  unless  he  had  to  and  he  had  a  good  lawyer  employed. 
Mr.  Jacow-ay.  Would  not  this  matter  come  under  the  antt- 

profiteering  act  ?  ,    ,  ii  + 

Mr  Hudspeth.  I  do  not  know  whether  it  would  or  not. 

Mr  HuLiNGS.  That  has  been  declared  unconstitutional. 

Mr'  Hudspeth.  Yes;  that  would  be  $500,000  more  that  the  people 
could  get  if  we  could  make  Mr.  Brown  turn  back  this  money. 

Mr  McLaughlin  of  Michigan.  What  comiection  has  the  Bureau 

^"ntsP^i^!"^^^^^^^^^^  of  Markets  had  an  investigation  relative 
to  the  Sere  who  bought  wool  direct  from  the  producer.  They 
daimed  thef  hid  jurisdiction  and  they  took  steps  accordmgly 
it^A^ril  T was  beLe  them  and  also  Gov.  Stua^  and  Congressman 
Xore  of  Virgmia,  and  quite  a  number  of  Congressmen  Mr. 
bS  chaSn  of  the  War  Industries  Board,  was  there  and  said 
he^SSd  putuTtlie  money  to  employ  a  lawyer  to  make  them  dis- 
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gorge.  They  had  collected  up  to  that  time  $250,000  which  was  to  be 
paid  back  to  these  little  men.  I  do  not  know  how  much  they  have 
now. 

Mr.  McLaughlin  of  Michigan.  Has  the  Bureau  ul*  Markets  ever 
had  anything  to  do  with  this  particular  transaction  you  speak  of  ( 

jVIt.  Hudspeth.  It  &st  came  before  them  and  they  said  they  did 
not  have  jurisdiction  in  my  case,  so  we  had  to  go  before  the  contract 
adjustment  board,  and  we  lost  on  a  technicality. 

Mr.  McLaughlin  of  Michigan.  They  did  not  go  into  the  merits  of  it  ? 

Mr.  Hudspeth.  Yes;  they  tried  it  out.  I  have  the  testimony  taken 
before  them,  which  I  will  submit  to  you. 

Mr.  McLaughlin  of  Micliigan.  You  spoke  of  losing  out  on  a  tech- 
nicality. 

Mr.  Tincher.  It  was  exactly  the  same  proposition  that  arose  with 
reference  to  the  men  handling  grain.  They  simply  said,  *'Here  is  a 
contract  with  the  Government.  Sign  this  contract.''  Then  the 
Government  handled  their  wool  in  such  a  way  as  to  break  them, 
and  .then  they  come  back  and  say,  "Here  is  the  contract  you  signed, 
which  precludes  you  from  having  any  recourse,''  and  they  stand  on 
that  contract,  which,  as  Mr.  Hudspeth  says,  any  man  in  tnis  country 
would  have  signed  during  the  war. 

Mr.  Hudspeth.  Yes;  our  people  simply  signed  the  contract. 

Mr.  ^IcLaughltn  of  Michigan.  Just  like  a  registrant  ? 

Mr.  Hudspeth.  Yes. 

Mr.  McKiNLEV.  It  was  more  like  a  man  buying  sugar  during  the 

war. 

Mr.  Hudspeth.  Yes:  certainly  we  signed  it. 

Mr.  Jacoway.  You  simply  signed  on  the  dotted  line? 

Mr.  Hudspeth.  Yes;  and  they  held  that  because  we  did  we  had 
forfeited  any  rights  we  had,  and  "therefore  I  say  it  was  a  technicality^ 

Mr.  Tincher.  And  these  men  are  absolutely  broken 

Mr.  Hudspeth.  Yes,  sir.  Four  or  five  hundred  of  these  wool  pro- 
(Ulcers  at  San  Angelo,  who  are  as  good  citizens  as  there  are  on  earth, 
many  of  them  are  broke  to-day:  and  let  me  tell  you  what  this  Central 
Storage  Co.  did.  Under  the  Government's  sanction  they  advanced 
thousands  of  dollars  more  for  this  wool  than  the  pj'oducers  got  and 
they  had  to  lose  it,  and  it  has  weakened  them  hnaiicially. 

Mr.  McLaughlin  of  Michigan.  If  the  facts  as  y(»u  have  outlined 
them  can  be  estabhshed  and  if  it  shouhl  be  determined  that  the 
shrinkage  fixed  was  too  great  and  that  $247,000  too  httle  was  paid, 
whom  would  you  get  that  money  from  and  whom  would  it  go  to? 

Mr.  Hudspeth.  From  whoever  |got  the  benefit  of  it,  and  it  would 
go  back  to  the  producers.  Mr.  McLaughlin. 

Mr.  McLaughlin  of  Michigan.  Would  it  go  back  to  this  one  com- 
pany you  spoke  of  ? 

Mr.  IIi  DspETH.  Xo;  it  would  go  back  to  the  men  who  stored  their 
wool  tliere.  You  understand  that  this  Central  Storage  Co.  handles 
wool  on  commission.   They  do  not  buy  any  wool  at  all. 

Mr.  Jacoway.  Mr.  Hudspeth,  I  asked  you  awhile  ago  if  this  came 
under  the  antiprohteermg  law.  If  it  does,  the  Supreme  Court  having 
declared  that  law  unconstitutional,  if  you  ascOTtaboi  as  a  fact  tJial 
these  people  were  robbed  of  this  money  

Mr.  McK\UGHLix  of  Michigan  (interposing).  It  would  look  to  me 
like  a  fraud  practiced  on  these  people. 

I 
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life,  Jacoway.  How  would  you  apply  a  remedy,  whi<^  is  what  Mr- 
McLaughlin  is  trying  to  lead  up  to  f 

Mr.  StJDSPBTH.  If  tiie  Qovemmait  got  the  money,  then  the 
Government  ought  to  pay  it  back  to  them*  If  tihese  Boston  wool 
buyers  got  it  then  they  ought  to  pay  it  badi:  to  them. 

Mr.  tUOOWAY.  If  that  wwe  so,  tton  you  could  estaUkh  a  cause  of 
action  against  them? 

'hSr.  mJDSPETH.  Yes,  They  were  Government  officials  and  if  they 
got  the  benefit  of  this  money,  as  this  nwn  Brown  said  he  had  gott^ 
$500,000  in  the  other  case  that  he  was  not  going  to  pay  back  unless 
he  had  to,  thm  they  should  pay  it  back. 

Mr.  Jacoway.  Do  you  thmk  if  an  investigation  were  made  that 
that  could  be  maliiematically  ascertained  I 

Mr.  Hudspeth.  I  do  not  Hiink  th&te  is  any  question  about  it, 

Mr.  Jacoway.  You  think  the  books  and  records  and  data  are  at 

hand?  u  n 

Mr.  Hudspeth.  Yes.  I  have  the  testimony  taken  before  the  CJon- 
tract  Adjustment  Board,  but  I  did  not  bring  it  up  here  because  it 

would  take  you  gentlemen  a  week  to  read  it.     ^  i 

Mr.  Tincher.  Suppose  these  men  did  not  violate  any  law,  but 

got  the  money  by  reason  of  the  activities  of  a  Government  agent 

who  was  functioning  under  a  law  passed  by  Congress,  and  mat  is 

really  what  you  will  find  to  be  the  situation  

Mr.  Jacoway.  Mr.  McLaughlin  answered  that  question  by  saymg 

it  would  be  fraud.  r  •  u 

Mr.  McLaughlin  of  Michigan.  This  board  that  fixed  this  shrink- 
age may  have  acted  improperly,  unwisely,  or  perhaps  dishonestly, 
but  somebody  else  bought  the  wool. 

Mr.  Hudspeth.  The  Government  got  the  wool. 

Mr.  Hutchinson.  You  mean  the  wool  was  bought  on  Govemm«it 

accoxmt?  ,  ,  , 

Mr.  Hudspeth.  Yes;  the  Government  took  over  the  wool  at  a 

certain  price.  ■  ,  ■    -d    *  _ 

Mr.  VoiGT.  It  was  not  bought  by  these  woolgrowers  m  iSoston  m 

their  private  capacitv  ? 

Mr.  Hudspeth.  No;  not  that  we  know  of. 

Mr.  Hutchinson.  These  Boston  buyers  were  m  the  employ  of  me 

Government  ? 

J^Ir  Hudspeth  ^Tes 

Mr'.  HuLiNGS.  Then' how  did  this  fellow  get  $500,000  that  he  will 

'^''mP'huSspeth.  He  was  a  licensed  dealer,  and  he  and  Ws  agents 
went'  we  will  sav,  to  Mr.  Tincher  and  bought  his  wool  at  30  cents 
and  turned  it  in' to  the  Government  at  40  cents  and  made  10  cents 
on  the  deal.    That  is  how  they  got  the  money,  but  my  people  do 

not  come  under  that.  ^.x,  ^<t 

Mr.  HuLiNGS.  The  same  game  was  not  P.^'iy<;^\on  them? 
Mr  Hudspeth.  No;  their  wool  went  direct   o  the  Government. 
We  claim  that  the  Government  benefited  through  the  action  of  these 
men  they  sent  down  there  who  made  a  false  valuation  on  the  shnnkage 

to  the  extent  of  $247,000  ,  .ftor« 

Mr  HuiiNGS  Then  it  is  Government  money  y(m  aie  alter' 
Ml.  Hudspeth.  If  the  Government  has  got  it  we  want  it,  or  we 

wnnt  it  from  whoever  has  got  it. 
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Mr.  Jacoway.  There  is  just  one  question  involved  in  your  case, 
and  that  is  they  have  charged  vou  with  too  mueh  shrmkage? 

Mr,  Hudspeth.  Yes,  sir,  Mr.  Jacoway.  if  you  have  ever  been 
engi^ed  in  the  sheep  business,  or  know  about  the  length  of  staple, 
youknow  that  a  12-months'  clip  the  world  over  brings  4  or  5  cents  a 
pound  more  than  the  &-months'  clip  on  account  of  the  length  of  the 
staple. 

Mr.  Jacoway,  It  is  just  like  cotton? 

Mr.  Hudspeth.  Yes;  but  in  this  instance  down  there  at  ban 
Angelo  thev  gave  them  from  6  to  8  cents  a  pound  more  for  the  6- 
months'  wool  than  they  did  for  the  12-months'  wool.  That  will 
not  stuid  the  test  of  common  sense  for  one  moment.  That  has 
been  sworn  to  here,  and  thev  do  not  deny  it. 

Mr.  VoiGT.  Would  not  the  proper  course  be  for  you  to  introduce 
a  bill  providing  for  the  relief  of  these  people  ? 

Mr.  Hudspeth.  We  would  like  fir^t  to  ascertain  the  facts  through 
some  committee,  Mr.  Voigt:  and  I  introduced  a  resolution  empower- 
ing this  committee  to  summon  witnesses,  call  for  papers,  and  make 
an  investigation. 

Mr.  TiNCHER.  Has  that  been  referred  to  this  conitnittee? 

Mr.  L.  G.  Haugex  clerk).  House  resolution  650  was  referred  to 
the  Committee  on  Rules. 

Mr.  Hudspeth.  I  do  not  recall  the  number  of  the  resolution,  hut 
it  is  a  resolution  empowering  this  committee  to  make  an  investigation 
of  the  Central  Wool  Storage  Co. 

Mi\  PuRXELL.  That  would  go  first  to  the  Committee  on  Kules? 

Mr.  Hudspeth.  It  would? 

Mr.  Tixcher.  Yes;  they  would  not  let  us  report  out  a  resolution 
authorizing  ourselves  to  investigate,  because  we  would  pass  it. 

Mr,  Hudspeth,  I  was  under  the  impression  they  would,  and  I 
was  satisfied  you  gentlemen  would  investigate  it;  and  that  is  the 
reason  I  wanted  it  to  come  before  this  committee, 

Mr.  Jacoway.  Mr.  Tincher,  why  could  not  the  committee  investi- 
gate it  ^ 

Mr.  Tixcher.  If  it  was  a  resolution  authorizing  this  committee 
to  make  an  investigation,  naturally  it  would  not  be  referred  to  this 
committee,  but  would  go  to  the  Committee  on  Rules. 

Mr.  KiDDiCK.  This  committee  on  its  own  initiative  could  start 
hearings  on  the  matter. 

Mr.  Jacow  ay.  We  could  start  hearings  on  it  and  in  that  way  make 
the  investigation. 

Mr.  PuBNEULL.  Why  would  not  that  be  the  proper  course  for  you 
to  follow  ? 

Mr.  Hudspeth.  I  suspect  that  would  be  the  proper  course.  You 
gentlemen  are  practical  farmers  and  ranchmen  ana  understand  the 
farm  business  and  the  hvestock  business  and  I  wanted  a  committee 
of  that  kind  to  make  the  investigation. 

Mr.  PuRNELL.  If  you  introduce  a  resolution  to  reimburse  these 
people  then  this  committee  would  have  the  power  to  go  into  it 
exbaustively  and  in  that  way  get  the  facts. 

Mr.  Hudspeth.  If  the  conmiittee  feels  that  way  about  it  I  will 
introduce  such  a  bill. 

Mr.  TiNCHER.  Do  not  introduce  a  bill  appropriating  money,  but 
introduce  a  bill  authorizing  an  appropriation  and  tii»n  it  will  come 
to  this  committee. 
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Mr.  Hudspeth.  Yes.  If  I  introduce  a  bill  audioriziiig  an  appro- 
priation would  it  come  to  this  committee  I 

Mr  TiNCHBE.  If  you  are  careful  about  the  wordmg  of  it  so  ttiat 
it  pertains  to  this  wool  situation,  then  it  will  come  to  this  committee 
because  this  committee  has  always  had  jurisdiction  of  that  subject. 

Mr  PuKNELL.  The  resolution  would  have  to  set  out  the  matter  to 
be  investigated  and  that  would  give  this  committee  jurisdiction 
provided  it  did  not  cany  an  appropriation.  * 

Mr.  Hudspeth.  My  resolution  does  set  out  the  matters  to  be 

investigated.  ,  .  x- 

Mr.  TiNCHER.  But  you  simply  ask  for  an  mveswgauon. 
Mr.  Hudspeth.  By  this  committee.  ^  ^     .  ^,    .  , 

Mr  TiNCHER.  What  you  want  to  ask  for  M  an  authorization  of 
an  appropriation  to  go  to  these  men  and  that  wiU  come  to  this  com- 
mittee direct  instead  of  going  to  the  Committee  on  Rules  or  the 
Conunittee  on  Appropriations.       .  . 
Mr.  Hudspeth.  All  right;  I  will  do  that.  ,   •    .x,  x  ^„i„ 

Mr  PuRNELL.  Would  you  not  have  to  mcorporate  in  that  resolu- 
tion the  names  of  the  specific  individuals  to  whwn  tins  money  is 
som<y  and  would  it  be  possible  to  get  ^at  list!  j-  ^  -u 

^  5Sr.  Hudspeth.  This^  money,  Mr.  PmneU,  would  be  distributed 
back  to  the  producers  through  the  Central  Storage  Co.   1  preeome 
thev  would  be  the  distributing  agency. 
The  Chairman.  Thank  you,  Mr.  Hudspeth. 

(Thereupon  the  committee  proceeded  to  the  consideration  of  other 
business.) 

AMJESOGAS  EGYPTIAN  COTTOK. 

The  Chairman.  I  would  like  to  have  authority  to  report  two  biUs 
now  pid^  brfore  the  committee.  One  is  a  bill  mtroduced  by  Mr 
S)?DeSo8ing  to  amend  the  United  States  cotton-futures  act  by 
SSl  ffi^  new  section  for  American  Egy  ptian  cotton  only, 
S^ffiomiTsection  5a.  The  bill  as  introducj^d  provides  for  '  cotr 
ton  t£kTess  than  one  and  seven-sixteenths  of  an  mch  m  length^o^ 
staple."  The  department  suggests  that  it  be  made  one  and  nine- 
sbcteenths.   Has  the  committee  any  suggestion  as  to  the  Ml  ? 

^TmcHER  Imove  that  the  chairman  be  authorized  to  report 
the  bill  amended  to  one  and  nine-sixteenths. 

(The  motion  was  agreed  to.) 

HBMBEBSHIF  ON  GBAIN  EXCHANGES. 

Thp  Chairman  I  have  another  bill,  introduced  by  Mr.  Steenerson, 

comoly  with  reasonable  rules  and  regulations  _ 
Mr.  McKiNLEY.  I  move  that  the  biU  be  reported, 
■    ,  (The  motion  was  agreed  to.) 
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SUSPENSION  OF  SPECULATIVE  SHOBT  SALCS. 

Mr,  Lek.  Mr.  Chairman,  I  want  to  call  the  committee's  attention 
to  House  joint  resolution  478,  introduced  by  me  on  March  1,  and 
House  joint  resolution  479,  introduced  by  Mr.  Tincher  on  the  same 

date.  These  are  joint  resolutions  requesting  the  suspension  of  specu- 
lative short  sales.  I  think  unless  something  is  done  we  are  going  to 
have  half  of  the  banks  in  the  South  fail,  and  I  do  not  know  how  many 
in  the  West,  and  this  will  happen  at  an  early  date  imless  something 
is  done  to  check  or  steady  the  market  and  to  prevent  the  very  great 
declines  that  are  going  on  every  day.  No  possible  harm  can  come 
from  this,  and  I  think  it  will  do  a  great  deal  of  good.  I  would  like 
to  have  the  committee  read  my  resolution — it  is  very  short — discuss 
it  freely,  and  if  we  can  agree  on  it  I  would  like  to  have  it  reported 
this  morning.  I  move  that  the  committee  favorably  report  these 
resolutions. 

The  C  HAiRAiAN.  As  they  are  the  same,  do  you  want  them  both 
reported  i  ' 

Mr.  Lke.  It  makes  no  difference  to  me.  You  can  report  ^Ir.  Tin- 
cher's  resolution  or  mine. 

Mr.  Tincher,  I  think  it  would  be  well  to  report  both  of  them. 
(The  motion  was  agreed  to.) 

PROPOSED  LAW  TO  ENABLE  FARMERS  TO  STORE  AND  FINAKCE  THEIB 
CROPS  AND  TO  EXERCISE  THEIR  OWN  JUDGMENT  AS  TO  TIME  OF 
SALE. 

STATEMENT  OF  HON.  CARL  W.  SIDDICK,  MEMBEB  OF  COIT- 

G£ESS  F£OM  MOJBTTAVA. 

Mr.  RiDDiCK.  Members  of  the  Committee  on  Agiicultufe,  I  have 
to-day  introduced  a  bill  in  the  House  of  Representatives  amending 
and  broadening  the  provisions  of  the  warehouse  act,  through  which  I 
hope  it  may  be  possible  for  individual  farmers  of  America  to  store 
and  finance  their  crops,  and  exercise  their  own  judgment  as  to  time 
of  sale.  I  hope  for  this  measure  that  it  will  stabilize  and  regulate 
prices  to  a  reasonable  degree,  by  permitting  produ(;ers  to  hold  and 
market  their  crops  in  their  own  time.  I  do  not  hope  for  consideration 
of  this  measure  with  legislative  action  in  mind  durmg  the  closing  days 
of  this  session,  but  I  ask  for  thoughtful  consideration  of  this  plan  by 
you  and  by  the  producers  of  the  country.  When  Congress  is  called 
m  special  session,  I  shall  reintroduce  the  bill,  either  as  it  is  or  amended 
to  better  accomplish  the  purpose  sought. 

The  problem  tnat  most  vitally  concerns  the  American  farmer  to-day 
is  how  to  market  his  produce  so  as  to  receive  a  price  commensurate 
with  its  value,  based  upon  what  the  consumer  is  wilhng  to  pay  for  it. 

He  can  not  expect  the  Government  to  give  him  favors  or  advan- 
tages at  the  expense  of  others,  nor  in  fact  to  give  him  any  aid  what- 
ever along  lines  not  economically  sound. 

He  does  have  the  right  to  ask  the  Government  to  provide  law  and 
regulations  under  which  he  can  hold  and  finance  his  products  and 
market  his  crop  when  and  where  he  pleases  and  enjov  all  the  advan- 
tages of  transportation,  credit,  storage,  and  marketmg  faciUties  en- 
joyed by  other  lines  of  business. 
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It  is  most  important  to  correctly  diagnose  the  marketing  troubles 
of  which  the  farmer  complains^  in  order  to  arrive  at  sound  means  to 
improve  his  condition,  else  we  do  farmers  a  twofold  injustice.  First, 
We  provide  inefficient  aid,  and  second,  by  creating  behef  that  aid  is 
b^ng  provided  we  discourage  efforts  in  other  directions  that  might 
prove  beneficial. 

A  fundamental  injustice  in  the  present  practice  of  marketing  grain 
is  that  collectively  the  farmers  of  America  dump  upon  the  market, 
during  a  period  of  three  months,  what  is  consumed  by  110,000,000 
of  people  at  Ibome  and  an  equal  number  abroad,  during  a  12  months' 

period.  ^  *      it  ^ 

Under  this  system  each  farmer  depresses  the  price  for  himself  and 
for  his  fellow  farmers.  In  addition  to  depressing  the  price  to  a  low 
level  during  a  period  when  the  bulk  of  the  crop  is  marketed,  there  are 
oliier  incidental  evils  that  further  mitigate  against  the  farmer's  in- 
tefest.    The  congestion  of  transportation  facihties  during  a  short 

Eeriod  eveiy  year  demands  extra  equipment  and  necessitates  the 
auling  of  empties,  thus  adding,  in  the  final  analysis  to  the  fanner's 
transportation  cost  of  marketi^  his  grain 

It  IS  apparent  that  some  one  must  finance  and  store  and  carry  the 
surplus  grain  from  thrashing  time  until  it  is  d^nanded  upon  tihe  table 
of  wie  consumer  or  for  export. 

Under  tiie  system  that  has  been  evolved  for  the  financmg;  stormy, 
and  carrying  of  this  grain,  a  lai^e  group  of  middlemen  have  foimd  it 

Sofitable  to  borrow  money  at  the  banks,  purchase  Ae  grain  of  the 
rmer,  place  it  in  storage,  and  release  it  for  consumption  ot  export 

as  needra.  ^ 

The  ixroducer  pays  for  iSm  service  which  the  middlemen  perform. 
These  middlemen  are  closely  organized  and  operate  under  self- 
imposed  rules  and  regulations.  So  profitable  and  so  advantageous 
are  memberships  in  mm  organizations  that  the  memberships  cost 
as  much  as  $1,000,  and  are  eagerly  sought  for.  Whether  these 
middlemen,  with  the  advantage  of  bemg  closely  organized,  depress 
the  price  level  arbitrarily  and  unnatoriOIv  at  the  time  the  producers 
have  to  sell  and  in  like  manner  increase  the  price  when  the  consumer 
must  have  bread,  is  a  debated  question.  The  history  of  the  fflram 
exchanges  of  the  country  ia  filled  wiUi  instances  where  members  have 
sought  to  comer  the  market  and  influence  prices,  both  up  and  down 
for  personal  gain.  While  it  is  probably  true  that  this  practice  is 
becoming  less  and  less  common  and  is  regarded  with  disfavor  by  the 
grain  trade  itself,  as  well  as  by  the  fanner  and  general  pubhc,  never- 
theless, it  would  seem  to  be  in  the  interest  of  both  the  producer  and 
the  consumer  of  the  country  if  the  Govermnent  would  provide  means 
whereby  the  farmers  can  carry  their  own  gram  from  harvest  time 
until  needed  by  the  consumers  and  sell  it  where  and  when  they  desire. 

It  is  evident  from  a  study  of  business  e3tperi«ice  that  the  pro- 
ducer can  not  always  sell  his  products  above  the  cost  of  production* 
In  the  final  analysis  his  products  are  worth  what  he  can  get  a  buyer 

to  pay  for  them.  .   „  j    t         x-  • 

Government  price-fixing  is  economically  unsound.  In  practice  in 
this  and  in  other  countries  it  has  always  worked  an  mjusUce,  and 
proven  unsatisfactory.  If  the  price  is  fixed  too  low  the  producer  is 
requested  to  give  up  a  portion  of  his  profit  to  which  he  is  lustly 
entitled,  as  was  the  case  with  the  wheat  producers  of  America  dunng 


1^6  K£1L.XD  TO  WOOL  GROWERS;  ET(  . 

the  period  of  the  late  war.  If  tlio  price  is  fixed  too  high,  the  puhhc 
must  pay  taxes  to  provide  an  excessive  profit  for  a  special  and 
favored  class.  In  tliis  world  of  changeahlc  seasons  and  fat  and  lean 
years,  where  grain  is  harvested  at  some  point  on  the  globe  every 
month  of  the  year,  no  man  is  wise  enough  to  justly  fix  the  exact  price 
or  relationship  of  values  of  different  commodities. 

But  the  Government  can  render  a  great  service  to  farmers  without 
doing  injustice  to  other  peoples  bv  making  storage  facilities  available 
for  everv  mdividual  farmer,  and  his  grain  in  storage  evidenced  by 
nc^tiable  receipts,  properly  safeguarded  so  that  the  receipt  will  be 
good  collateral  at  everv  bank.  •     r         •  • 

There  is  no  better  collateral  than  a  warehouse  receipt  for  gram  m 
storage,  fully  secured  as  to  responsibihty,  and  its  collateral  deter- 
mine every  business  day  by  the  actual  trading  value  on  the  ter- 
minal exdbanges.  i      ^  ^  i 

The  measinre  I  have  introduced  I  have  made  an  amendment  to  tlie 
United  States  warehouse  act  of  August  11,  1916.  T  hope  this  mav 
make  it  possible  for  every  solvent  farmer  to  finance  through  his  local 
banks  and  carry  his  own  grain  from  time  of  harvest  until  time  of  need 
by  consumers,  awl  to  exercise  his  own  marketing  jud^ent  as  to  its 
tune  of  sale. 

With  this  arrangement,  if  the  price  level  of  grain  is  too  low,  because 
of  a  glut  on  the  market,  farmers  may  organize  and  withhold  their 
products  and  permit  the  natural  law  of  supply  and  demand  to  bring 
prices  to  a  mttoml  levd,  based  upon  world  offerings  and  consumptive 
demands* 

The  measure  I  have  introduced  provides : 

Firsti  for  a  clear  definition  of  the  warehouse  receipt  under  this  act, 
as  a  n^tiable  instrument  subject  to  the  same  law  as  other  nego- 
tiable instioiments  and  protecting  the  rights  of  purchasers  as  such. 

Second,  that  grain  deposited  in  local  warehouses  may  be  deliver- 
able at  tiie  lo^.  warehouse  or  at  a  warehouse  at  any  terminal 
market. 

Third,  that  the  warehouseman  may  move  grain  deposited  in  his 
country  warehouse  to  a  warehouse  in  any  terminal  market  for  the 
pwMse  of  delivery  upon  payment  of  accrued  charges. 

Fourth,  for  the  protection  of  the  holder  of  the  certificate  and  of 
the  depositor  of  the  grain  in  all  cases. 

The  United  States  warehouse  act  of  August  11,  1916,  provides  that 
warehouses  and  warehousemen  may  be  licensed  by  and  be  under  the 
supervision  of  the  United  States  Department  of  Agriculture;  that 
each  warehouseman  shall  give  bond  for  the  faithful  performance  of 
his  obligation;  and  that  upon  the  filing  and  acceptance  of  such  bond 
the  warehouse  shall  be  desi<^nated  as  bonded  under  that  act.  It  pro- 
vides for  the  receipt  of  grains  and  proper  examination,  grading,  and 
storage  of  same^  and  the  issuance  of  suitable  receipts,  and  the  de- 
livery of  the  product  upon  the  surrender  of  the  receipt,  and  is  a  law 
ofj^eat  advantage  to  large  dealers  in  grain. 

The  bill  I  have  introduced  makes  necessary  amendment,  so  that 
individual  farmers  at  country  stations  may  have  the  same  marketing 
advantages  bow  enjoyed  by  the  grain  trade  where  the  use  of  terminal 
wBi^hoose  receipts  is  a  common  and  approved  custom. 
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During  the  control  of  the  storage  elevators  of  the  country  by  the 
United  States  Grain  Corporation  it  was  found  that  the  licensed  ele- 
vator capacity  of  the  United  States  was:  Basheis 

Country  elevators   SJTo' VoS 

MUl  elevators  -   SSoo'oOO 

Tmnuial  etovaton   Jb2,uuo,wJu 

Total   933,000.000 

At  the  highest  point  of  grain  storage  at  any  one  time  during  the 
administration  of  the  Grain  Corporation  there  were  480,000,000 
IniBhels  of  all  kinds  of  grains.  ,  , 

The  provision  in  my  bill  that  gram  m  storage  may  be  dehverable 
on  track  in  carload  lots  or  in  terminal  warehouses  will  enable  country 
elevators  to  do  a  warehousing  business  far  beyond  the  actual  capacity 

of  their  houses.  ,     ,    i   .  j 

To  make  these  countrv  storage  tickets  safe  for  both  farmer  and 
banker,  a  form  of  insurance  of  them  by  large  insurance  companies 
can  easily  be  developed,  as  is  now  provided  for  the  terminal  receipts 
of  our  large  primary  markets. 

The  success  and  extent  of  this  sort  of  carrying  of  their  own  gram 
by  individual  farmers  will  naturally  depend  in  large  measure  upon 
their  own  interests  and  initiative,  and  in  the  voluntary  cooperation 
given  by  countrv  elevator  men  and  banks. 

It  has  seemed  to  me,  after  vears  of  personal  experience  m  and 
study  of  grain  marketing,  that  there  is  real  need  for  a  system  of  this 
kind,  and  that  the  simplicity  of  this  plan  and  the  many  advantages 
offered  to  the  producer  to  hold  and  market  his  own  gram  m  his  own 
time,  and  when  he  is  satisfied  that  he  can  secure  the  best  price  his 
commodity  will  bring  under  sound  economic  practice,  should  be 
sufficient  argument  tliat  this  plan  be  given  a  fair  trial. 

(After  considering  further  matters  in  executive  session  the  com- 
mittee adjourned.) 
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